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PART II   CONTRACT CLAUSES 

SECTION I:   CONTRACT CLAUSES

I.1   NOTICE LISTING CONTRACT CLAUSES INCORPORATED BY REFERENCE

The following contract clauses pertinent to this section are hereby incorporated by reference (by 
Citation Number, Title, and Date) in accordance with the clause at FAR "52.252-2  CLAUSES 
INCORPORATED BY REFERENCE" in Section I of this contract.  See FAR 52.252-2 for an 
internet address (if specified) for electronic access to the full text of a clause. 

FEDERAL ACQUISITION REGULATION (48 CFR Chapter 1) 
NUMBER TITLE AND DATE

52.202-1 DEFINITIONS (OCT 1995) 
52.203-3 GRATUITIES (APR 1984) 
52.203-5 COVENANT AGAINST CONTINGENT FEES (APR 1984) 
52.203-6 RESTRICTIONS ON SUBCONTRACTOR SALES TO

THE GOVERNMENT (JUL 1995) 
52.203-7 ANTI-KICKBACK PROCEDURES (JUL 1995) 
52.203-8 CANCELLATION, RECISSION, AND RECOVERY OF FUNDS FOR 

ILLEGAL OR IMPROPER ACTIVITY (JAN 1997) 
52.203-10 PRICE OR FEE ADJUSTMENT FOR ILLEGAL OR IMPROPER ACTIVITY 

(JAN 1997) 
52.203-12 LIMITATION ON PAYMENTS TO INFLUENCE CERTAIN FEDERAL 

TRANSACTIONS (JUN 1997) 
52.204-4 PRINTING/COPYING DOUBLE-SIDED ON RECYCLED PAPER  (JUN 1996) 
52.209-6 PROTECTING THE GOVERNMENT'S INTEREST WHEN

SUBCONTRACTING WITH CONTRACTORS DEBARRED, SUSPENDED, 
 OR PROPOSED FOR DEBARMENT (JUL 1995) 

52.211-5 NEW MATERIAL (OCT 1997) 
52.211-6 BRAND NAME OR EQUAL  (AUG 1999) 
52.215-2 AUDIT AND RECORDS--NEGOTIATION (AUG 1996) 
52.215-8 ORDER OF PRECEDENCE--UNIFORM CONTRACT FORMAT  (OCT 1997) 
52.215-14 INTEGRITY OF UNIT PRICES (OCT 1997) 
52.219-4 NOTICE OF PRICE EVALUATION PREFERENCE FOR HUBZONE SMALL 

BUSINESS CONCERNS (JAN 1999) 
52.219-8 UTILIZATION OF SMALL, SMALL DISADVANTAGED, AND 

WOMEN-OWNED SMALL BUSINESS CONCERNS (JAN 1999) 
52.219-9 SMALL BUSINESS SUBCONTRACTING PLAN (JAN 1999) 
52.219-16 LIQUIDATED DAMAGES-SMALL BUSINESS SUBCONTRACTING PLAN 

(JAN 1999) 
52.222-1 NOTICE TO THE GOVERNMENT OF LABOR DISPUTES  (FEB 1997) 
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52.222-20 WALSH-HEALEY PUBLIC CONTRACTS ACT (DEC 1996) 
52.222-26 EQUAL OPPORTUNITY (FEB 1999) 
52.222-35 AFFIRMATIVE ACTION FOR DISABLED VETERANS AND VETERANS OF 

THE VIETNAM ERA (APR 1998) 
52.222-36 AFFIRMATIVE ACTION FOR WORKERS WITH DISABILITIES (JUN 1998) 
52.222-37 EMPLOYMENT REPORTS ON DISABLED VETERANS AND VETERANS 

OF THE VIETNAM ERA (JAN 1999) 
52.223-2 CLEAN AIR AND WATER (APR 1984) 
52.223-6 DRUG-FREE WORKPLACE (JAN 1997) 
52.225-1 BUY AMERICAN ACT - BALANCE OF PAYMENTS PROGRAM - 

SUPPLIES (FEB 2000) 
52.225-2 BUY AMERICAN ACT - BALANCE OF PAYMENTS PROGRAM 

CERTIFICATE  (FEB 2000) 
52.225-8 DUTY-FREE ENTRY  (FEB 2000) 
52.225-10 DUTY-FREE ENTRY (APR 1984) 
52.225-11 RESTRICTIONS ON CERTAIN FOREIGN PURCHASES  (AUG 1998) 
52.227-1 AUTHORIZATION AND CONSENT (JUL 1995) 
52.227-2 NOTICE AND ASSISTANCE REGARDING PATENT AND COPYRIGHT 

INFRINGEMENT  (AUG 1996) 
52.227-9 REFUND OF ROYALTIES  (APR 1984) 
52.227-14 RIGHTS IN DATA--GENERAL (JUN 1987) 
52.228-7 INSURANCE - LIABILITY TO THIRD PERSONS (MAR 1996) 
52.228-10 VEHICULAR AND GENERAL PUBLIC LIABILITY INSURANCE (APR 

1984)
52.229-3 FEDERAL, STATE, AND LOCAL TAXES (JAN 1991) 
52.229-5 TAXES--CONTRACTS PERFORMED IN U.S. POSSESSIONS OR PUERTO 

RICO  (APR 1984) 
52.232-1 PAYMENTS (APR 1984) 
52.232-8 DISCOUNTS FOR PROMPT PAYMENT (MAY 1997) 
52.232-11 EXTRAS (APR 1984) 
52.232-17 INTEREST (JUN 1996) 
52.232-18 AVAILABILITY OF FUNDS (APR 1984) 
52.232-23 ASSIGNMENT OF CLAIMS (JAN 1986) 
52.232-33 PAYMENT BY ELECTRONIC FUNDS--CENTRAL CONTRACTOR 

REGISTRATION (MAY 1999) 
52.233-1 DISPUTES (DEC 1998) 
52.233-3 PROTEST AFTER AWARD (AUG 1996) 
52.242-13 BANKRUPTCY (JUL 1995) 
52.243-1 CHANGES--FIXED-PRICE (AUG 1987) 
52.243-6 CHANGE ORDER ACCOUNTING (APR 1984) 
52.244-2 SUBCONTRACTS (AUG 1998) 
52.244-6 SUBCONTRACTS FOR COMMERCIAL ITEMS AND COMMERCIAL 

COMPONENTS  (APR 1998) 
52.245-1 PROPERTY RECORDS (APR 1984) 
52.245-19 GOVERNMENT PROPERTY FURNISHED "AS IS"  (APR 1984) 
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52.246-23 LIMITATION OF LIABILITY (FEB 1997) 
52.246-25 LIMITATION OF LIABILITY--SERVICES  (FEB 1997) 
52.248-1 VALUE ENGINEERING (MAR 1989) 
52.249-2 TERMINATION FOR CONVENIENCE OF THE      GOVERNMENT 

(FIXED-PRICE) (SEP 1996) 
52.249-8 DEFAULT (FIXED-PRICE SUPPLY AND SERVICE) (APR 1984) 
52.253-1 COMPUTER GENERATED FORMS (JAN 1991) 

I.2 52.216-18 ORDERING  (OCT 1995)  (Applicable only to Items 0005, 0012, 0019, 

0026, 0006, 0013, 0020 and 0027)

 (a) Any supplies and services to be furnished under this contract shall be ordered by issuance of 
delivery orders or task orders by the individuals or activities designated in the Schedule. Such 
orders may be issued from contract award through final acceptance of Item 0001, and if 
exercised, Items 0008, 0015 and 0022. 

 (b) All delivery orders or task orders are subject to the terms and conditions of this contract. In 
the event of conflict between a delivery order or task order and this contract, the contract shall 
control.

 (c) If mailed, a delivery order or task order is considered "issued" when the Government
deposits the order in the mail. Orders may be issued orally, by facsimile, or by electronic 
commerce methods only if authorized in the Schedule. 

I.3 52.217-7 OPTION FOR INCREASED QUANTITY--SEPARATELY PRICED

LINE ITEM  (MAR 1989) 

 The Government may require the delivery of the numbered line item, identified in the Schedule 
as an option item, in the quantity and at the price stated in the Schedule.  The Contracting Officer
may exercise the option by written notice to the Contractor within .  Delivery of added items
shall continue at the same rate that like items are called for under the contract, unless the parties 
otherwise agree. 

I.4 52.219-23 NOTICE OF PRICE EVALUATION ADJUSTMENT FOR SMALL 

DISADVANTAGED BUSINESS CONCERNS (OCT 1998)

 (a) Definitions. As used in this clause-- 

 Small disadvantaged business concern means an offeror that represents, as part of its offer, that 
it is a small business under the size standard applicable to this acquisition; and either-- 

 (1) It has received certification by the Small Business Administration as a small disadvantaged 
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business concern consistent with 13 CFR 124, Subpart B; and 

 (i) No material change in disadvantaged ownership and control has occurred since its 
certification;

 (ii) Where the concern is owned by one or more disadvantaged individuals, the net worth of 
each
individual upon whom the certification is based does not exceed $750,000 after taking into 
account the applicable exclusions set forth at 13 CFR 124.104(c)(2); and 

 (iii) It is listed, on the date of its representation, on the register of small disadvantaged business 
concerns maintained by the Small Business Administration;

 (2) It has submitted a completed application to the Small Business Administration or a Private 
Certifier to be certified as a small disadvantaged business concern in accordance with 13 CFR 
124, Subpart B, and a decision on that application is pending, and that no material change in 
disadvantaged ownership and control has occurred since its application was submitted. In this 
case, in order to receive the benefit of a price evaluation adjustment, an offeror must receive 
certification as a small disadvantaged business concern by the Small Business Administration
prior to contract award; or 

 (3) Is a joint venture as defined in 13 CFR 124.1002(f). 

 Historically black college or university means an institution determined by the Secretary of
Education to meet the requirements of 34 CFR 608.2. For the Department of Defense (DoD), the 
National Aeronautics and Space Administration (NASA), and the Coast Guard, the term also 
includes any nonprofit research institution that was an integral part of such a college or 
university before November 14, 1986. 

 Minority institution means an institution of higher education meeting the requirements of
Section 1046(3) of the Higher Education Act of 1965 (20 U.S.C. 1135d-5(3)) which, for 
purposes of this clause, includes a Hispanic-serving institution of higher education as defined in 
Section 316(b)(1) of the Act (20 U.S.C. 1059c(b)(1)). 

United States means the United States, its territories and possessions, the Commonwealth of 
Puerto Rico, the U.S. Trust Territory of the Pacific Islands, and the District of Columbia.

(b) Evaluation adjustment. (1) Offers will be evaluated by adding a factor of percent to the price 
of all offers, except-- 

 (i) Offers from small disadvantaged business concerns that have not waived the adjustment;

 (ii) For DOD, NASA, and Coast Guard acquisitions, otherwise successful offers from
historically black colleges or universities or minority institutions; 
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 (iii) Otherwise successful offers of eligible products under the Trade Agreements Act when the 
dollar threshold for application of the Act is equaled or exceeded (see section 25.402 of the 
Federal Acquisition Regulation (FAR)); 

 (iv) Otherwise successful offers where application of the factor would be inconsistent with a 
Memorandum of Understanding or other international agreement with a foreign government; and 

 (v) For DOD acquisitions, otherwise successful offers of qualifying country end products (see 
sections 225.000-70 and 252.225-7001 of the Defense FAR Supplement).

 (2) The factor shall be applied on a line item basis or to any group of items on which award may
be made. Other evaluation factors described in the solicitation shall be applied before application 
of the factor. The factor may not be applied if using the adjustment would cause the contract 
award to be made at a price that exceeds the fair market price by more than the factor in 
paragraph (b)(1) of this clause. 

 (c) Waiver of evaluation adjustment. A small disadvantaged business concern may elect to 
waive the adjustment, in which case the factor will be added to its offer for evaluation purposes. 
The agreements in paragraph (d) of this clause do not apply to offers that waive the adjustment.

 [ ] Offeror elects to waive the adjustment.

 (d) Agreements. (1) A small disadvantaged business concern, that did not waive the adjustment,
agrees that in performance of the contract, in the case of a contract for -- 

 (i) Services, except construction, at least 50 percent of the cost of personnel for contract 
performance will be spent for employees of the concern; 

 (ii) Supplies (other than procurement from a nonmanufacturer of such supplies), at least 50 
percent of the cost of manufacturing, excluding the cost of materials, will be performed by the 
concern;

 (iii) General construction, at least 15 percent of the cost of the contract, excluding the cost of 
materials, will be performed by employees of the concern; or 

 (iv) Construction by special trade contractors, at least 25 percent of the cost of the contract, 
excluding the cost of materials, will be performed by employees of the concern. 

 (2) A small disadvantaged business concern submitting an offer in its own name agrees to 
furnish in performing this contract only end items manufactured or produced by small
disadvantaged business concerns in the United States. This paragraph does not apply in 
connection with construction or service contracts. 

I.5 52.232-25 PROMPT PAYMENT  (JUN 1997) 
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 Notwithstanding any other payment clause in this contract, the Government will make invoice 
payments and contract financing payments under the terms and conditions specified in this 
clause.  Payment shall be considered as being made on the day a check is dated or the date of an 
electronic funds transfer. Definitions of pertinent terms are set forth in section 32.902 of the 
Federal Acquisition Regulation. All days referred to in this clause are calendar days, unless 
otherwise specified. (However, see subparagraph (a)(4) of this clause concerning payments due 
on Saturdays, Sundays, and legal holidays.) 

 (a) Invoice payments (1) Due Date. (i) Except as indicated in subparagraph (a)(2) and paragraph 
(c) of this clause, the due date for making invoice payments by the designated payment office 
shall be the later of the following two events: 

 (A) The 30th day after the designated billing office has received a proper invoice from the 
Contractor (except as provided in subdivision (a)(1)(ii) of this clause). 

 (B) The 30th day after Government acceptance of supplies delivered or services performed by 
the Contractor. On a final invoice where the payment amount is subject to contract settlement
actions, acceptance shall be deemed to have occurred on the effective date of the contract 
settlement.

 (ii) If the designated billing office fails to annotate the invoice with the actual date of receipt at 
the time of receipt, the invoice payment due date shall be the 30th day after the date of the 
Contractor's invoice; provided a proper invoice is received and there is no disagreement over 
quantity, quality, or Contractor compliance with contract requirements.

 (2) Certain food products and other payments. (i) Due dates on Contractor invoices for meat,
meat food products, or fish; perishable agricultural commodities; and dairy products, edible fats 
or oils, and food products prepared from edible fats or oils are-- 

 (A) For meat or meat food products, as defined in section 2(a)(3) of the Packers and Stockyard 
Act of 1921 (7 U.S.C. 182(3)), and as further defined in Pub. L. 98-181, including any edible 
fresh or frozen poultry meat, any perishable poultry meat food product, fresh eggs, and any 
perishable egg product, as close as possible to, but not later than, the        day after product 
delivery.

 (B) For fresh or frozen fish, as defined in section 204(3) of the Fish and Seafood Promotion Act 
of 1986 (16 U.S.C. 4003(3)), as close as possible to, but not later than, the        day after product 
delivery.

 (C) For perishable agricultural commodities, as defined in section 1(4) of the Perishable 
Agricultural Commodities Act of 1930 (7 U.S.C. 499a(4)), as close as possible to, but not later 
than, the 10th day after product delivery, unless another date is specified in the contract. 
 (D) For dairy products, as defined in section 111(e) of the Dairy Production Stabilization Act of 
1983 (7 U.S.C. 4502(e)), edible fats or oils, and food products prepared from edible fats or oils, 
as close as possible to, but not later than, the 10th day after the date on which a proper invoice 
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has been received.  Liquid milk, cheese, certain processed cheese products, butter, yogurt, ice 
cream, mayonnaise, salad dressings, and other similar products, fall within this classification. 
Nothing in the Act limits this classification to refrigerated products. When questions arise 
regarding the proper classification of a specific product, prevailing industry practices will be 
followed in specifying a contract payment due date. The burden of proof that a classification of a 
specific product is, in fact, prevailing industry practice is upon the Contractor making the 
representation.

 (ii) If the contract does not require submission of an invoice for payment (e.g., periodic lease 
payments), the due date will be as specified in the contract. 

 (3) Contractor's invoice. The Contractor shall prepare and submit invoices to the designated 
billing office specified in the contract. A proper invoice must include the items listed in 
paragraph (a)(3)(i) through (a)(3)(viii) of this clause. If the invoice does not comply with these 
requirements, it shall be returned within 7 days after the date the designated billing office
received the invoice (3 days for meat, meat food products, or fish; 5 days for perishable 
agricultural commodities, edible fats or oils, and food products prepared from edible fats or oils), 
with a statement of the reasons why it is not a proper invoice. Untimely notification will be taken 
into account in computing any interest penalty owed the Contractor in the manner described in 
subparagraph (a)(5) of this clause. 

 (i) Name and address of the Contractor. 

 (ii) Invoice date. (The Contractor is encouraged to date invoices as close as possible to the date 
of the mailing or transmission.)

 (iii) Contract number or other authorization for supplies delivered or services performed
(including order number and contract line item number).

 (iv) Description, quantity, unit of measure, unit price, and extended price of supplies delivered 
or services performed.

 (v) Shipping and payment terms (e.g., shipment number and date of shipment, prompt payment
discount terms). Bill of lading number and weight of shipment will be shown for shipments on 
Government bills of lading. 

 (vi) Name and address of Contractor official to whom payment is to be sent (must be the same
as that in the contract or in a proper notice of assignment).

 (vii) Name (where practicable), title, phone number, and mailing address of person to be 
notified
in the event of a defective invoice. 
 (viii) Any other information or documentation required by the contract (such as evidence of
shipment).
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 (ix) While not required, the Contractor is strongly encouraged to assign an identification number
to each invoice. 

 (4) Interest penalty. An interest penalty shall be paid automatically by the designated payment
office, without request from the Contractor, if payment is not made by the due date and the 
conditions listed in paragraphs (a)(4)(i) through (a)(4)(iii) of this clause are met, if applicable. 
However, when the due date falls on a Saturday, Sunday, or legal holiday when Federal 
Government offices are closed and Government business is not expected to be conducted, 
payment may be made on the following business day without incurring a late payment interest 
penalty.

 (i) A proper invoice was received by the designated billing office. 

 (ii) A receiving report or other Government documentation authorizing payment was processed, 
and there was no disagreement over quantity, quality, or Contractor compliance with any 
contract term or condition. 

 (iii) In the case of a final invoice for any balance of funds due the Contractor for supplies 
delivered or services performed, the amount was not subject to further contract settlement
actions
between the Government and the Contractor. 

 (5) Computing penalty amount. The interest penalty shall be at the rate established by the 
Secretary of the Treasury under section 12 of the Contract Disputes Act of 1978 (41 U.S.C. 611) 
that is in effect on the day after the due date, except where the interest penalty is prescribed by 
other governmental authority (e.g., tariffs). This rate is referred to as the "Renegotiation Board 
Interest Rate," and it is published in the Federal Register semiannually on or about January 1 and 
July 1. The interest penalty shall accrue daily on the invoice principal payment amount approved 
by the Government until the payment date of such approved principal amount; and will be 
compounded in 30-day increments inclusive from the first day after the due date through the 
payment date. That is, interest accrued at the end of any 30-day period will be added to the 
approved invoice principal payment amount and will be subject to interest penalties if not paid in 
the succeeding 30-day period. If the designated billing office failed to notify the Contractor of a 
defective invoice within the periods prescribed in subparagraph (a)(3) of this clause, the due date 
on the corrected invoice will be adjusted by subtracting from such date the number of days taken 
beyond the prescribed notification of defects period. Any interest penalty owed the Contractor 
will be based on this adjusted due date. Adjustments will be made by the designated payment
office for errors in calculating interest penalties. 

 (i) For the sole purpose of computing an interest penalty that might be due the Contractor, 
Government acceptance shall be deemed to have occurred constructively on the (unless 
otherwise specified in this contract) after the Contractor delivered the supplies or performed the 
services in accordance with the terms and conditions of the contract, unless there is a 
disagreement over quantity, quality, or Contractor compliance with a contract provision. In the 
event that actual acceptance occurs within the constructive acceptance period, the determination
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of an interest penalty shall be based on the actual date of acceptance. The constructive 
acceptance requirement does not, however, compel Government officials to accept supplies or 
services, perform contract administration functions, or make payment prior to fulfilling their 
responsibilities.

 (ii) The following periods of time will not be included in the determination of an interest 
penalty:

 (A) The period taken to notify the Contractor of defects in invoices submitted to the 
Government, but this may not exceed 7 days (3 days for meat, meat food products, or fish; 5 
days
for perishable agricultural commodities, dairy products, edible fats or oils, and food products 
prepared from edible fats or oils). 

 (B) The period between the defects notice and resubmission of the corrected invoice by the 
Contractor.

 (C) For incorrect electronic funds transfer (EFT) information, in accordance with the EFT 
clause
of this contract. 

 (iii) Interest penalties will not continue to accrue after the filing of a claim for such penalties 
under the clause at 52.233-1, Disputes, or for more than 1 year. Interest penalties of less than $1 
need not be paid. 

 (iv) Interest penalties are not required on payment delays due to disagreement between the 
Government and the Contractor over the payment amount or other issues involving contract 
compliance or on amounts temporarily withheld or retained in accordance with the terms of the 
contract. Claims involving disputes, and any interest that may be payable, will be resolved in 
accordance with the clause at 52.233-1, Disputes. 

 (6) Prompt payment discounts. An interest penalty also shall be paid automatically by the 
designated payment office, without request from the Contractor, if a discount for prompt
payment is taken improperly. The interest penalty will be calculated as described in 
subparagraph (a)(5) of this clause on the amount of discount taken for the period beginning with 
the first day after the end of the discount period through the date when the Contractor is paid. 

 (7) Additional interest penalty. (i) a penalty amount, calculated in accordance with paragraph 
(a)(7)(iii) of this clause, shall be paid in addition to the interest penalty amount if the Contractor- 

 (A) Is owed an interest penalty of $1 or more;

 (B) Is not paid the interest penalty within 10 days after the date the invoice amount is paid; and 

 (C) Makes a written demand to the designated payment office for additional penalty payment, in 
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accordance with paragraph (a)(7)(ii) of this clause, postmarked not later than 40 days after the 
invoice amount is paid. 

 (ii)(A) Contractors shall support written demands for additional penalty payments with the 
following data. No additional data shall be required. Contractors shall-- 

 (1) Specifically assert that late payment interest is due under a specific invoice, and request 
payment of all overdue late payment interest penalty and such additional penalty as may be 
required;

 (2) Attach a copy of the invoice on which the unpaid late payment interest was due; and 

 (3) State that payment of the principal has been received, including the date of receipt. 

 (B) Demands must be postmarked on or before the 40th day after payment was made, except 
that--

 (1) If the postmark is illegible or nonexistent, the demand must have been received and 
annotated with the date of receipt by the designated payment office on or before the 40th day 
after payment was made; or 

 (2) If the postmark is illegible or nonexistent and the designated payment office fails to make
the
required annotation, the demand's validity will be determined by the date the Contractor has 
placed on the demand; provided such date is no later than the 40th day after payment was made.

 (iii)(A) The additional penalty shall be equal to 100 percent of any original late payment interest 
penalty, except-- 

 (1) The additional penalty shall not exceed $5,000; 

 (2) The additional penalty shall never be less than $25; and 

 (3) No additional penalty is owed if the amount of the underlying interest penalty is less than $1. 

 (B) If the interest penalty ceases to accrue in accordance with the limits stated in paragraph 
(a)(5)(iii) of this clause, the amount of the additional penalty shall be calculated on the amount
of
interest penalty that would have accrued in the absence of these limits, subject to the overall 
limits on the additional penalty specified in paragraph (a)(7)(iii)(A) of this clause. 

 (C) For determining the maximum and minimum additional penalties, the test shall be the 
interest penalty due on each separate payment made for each separate contract. The maximum
and minimum additional penalty shall not be based upon individual invoices unless the invoices 
are paid separately. Where payments are consolidated for disbursing purposes, the maximum and 
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minimum additional penalty determination shall be made separately for each contract therein. 

 (D) The additional penalty does not apply to payments regulated by other Government
regulations (e.g., payments under utility contracts subject to tariffs and regulation). 

 (b) Contract financing payments--(1) Due dates for recurring financing payments. If this 
contract
provides for contract financing, requests for payment shall be submitted to the designated billing 
office as specified in this contract or as directed by the Contracting Officer. Contract financing 
payments shall be made on the day after receipt of a proper contract financing request by the 
designated billing office. In the event that an audit or other review of a specific financing request 
is required to ensure compliance with the terms and conditions of the contract, the designated 
payment office is not compelled to make payment by the due date specified. 

 (2) Due dates for other contract financing. For advance payments, loans, or other arrangements
that do not involve recurring submissions of contract financing requests, payment shall be made
in accordance with the corresponding contract terms or as directed by the Contracting Officer. 

 (3) Interest penalty not applicable. Contract financing payments shall not be assessed an interest 
penalty for payment delays. 

 (c) Fast payment procedure due dates. If this contract contains the clause at 52.213-1, Fast 
Payment Procedure, payments will be made within 15 days after the date of receipt of the 
invoice.

I.6 52.246-18 WARRANTY OF SUPPLIES OF A COMPLEX NATURE (APR

1984)

(a) Definitions.  "Acceptance," as used in this clause, means the act of an authorized 
representative of the Government by which the Government assumes for itself, or as an agent of 
another, ownership of existing and identified supplies, or approves specific services rendered, as 
partial or complete performance of the contract. 

 "Correction," as used in this clause, means the elimination of a defect. 

 "Supplies," as used in this clause, means the end items furnished by the Contractor and related 
services required under this contract. The word does not include "data." 

 (b) Contractor's obligations.  (1) The Contractor warrants that for all supplies furnished under 
this contract will be free from defects in material and workmanship and will conform with all 
requirements of this contract; provided, however, that with respect to Government-furnished
property, the Contractor's warranty shall extend only to its proper installation, unless the 
Contractor performs some modification or other work on the property, in which case the 
Contractor's warranty shall extend to the modification or other work. 
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 (2) Any supplies or parts thereof corrected or furnished in replacement shall be subject to the 
conditions of this clause to the same extent as supplies initially delivered.  This warranty shall be 
equal in duration to that set forth in paragraph (b)(1) of this clause and shall run from the date of 
delivery of the corrected or replaced supplies. 

 (3) The Contractor shall not be obligated to correct or replace supplies if the facilities, tooling, 
drawings, or other equipment or supplies necessary to accomplish the correction or replacement
have been made unavailable to the Contractor by action of the Government. In the event that 
correction or replacement has been directed, the Contractor shall promptly notify the Contracting 
Officer, in writing, of the nonavailability. 

 (4) The Contractor shall also prepare and furnish to the Government data and reports applicable 
to any correction required (including revision and updating of all affected data called for under 
this contract) at no increase in the contract price. 

 (5) When supplies are returned to the Contractor, the Contractor shall bear the transportation 
costs from the place of delivery specified in the contract (irrespective of the f.o.b. point or the 
point of acceptance) to the Contractor's plant and return. 

 (6) All implied warranties of merchantability and "fitness for a particular purpose" are excluded 
from any obligation contained in this contract. 

 (c) Remedies available to the Government.  (1) In the event of a breach of the Contractor's
warranty in paragraph (b)(1) of this clause, the Government may, at no increase in contract 
price-

 (i) Require the Contractor, at the place of delivery specified in the contract (irrespective of the 
f.o.b. point or the point of acceptance) or at the Contractor's plant, to repair or replace, at the 
Contractor's election, defective or nonconforming supplies; or 

 (ii) Require the Contractor to furnish at the Contractor's plant the materials or parts and 
installation instructions required to successfully accomplish the correction. 

 (2) If the Contracting Officer does not require correction or replacement of defective or 
nonconforming supplies or the Contractor is not obligated to correct or replace under paragraph 
(b)(3) of this clause, the Government shall be entitled to an equitable reduction in the contract 
price.

 (3) The Contracting Officer shall notify the Contractor in writing of any breach of the warranty 
in paragraph (b) of this clause within sixty (60) days from occurrence.  The Contractor shall 
submit to the Contracting Officer a written recommendation within thirty (30) days as to the 
corrective action required to remedy the breach.  After the notice of breach, but not later than 
after receipt of the Contractor's recommendation for corrective action, the Contracting Officer 
may, in writing, direct correction or replacement as in paragraph (c)(1) of this clause, and the 
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Contractor shall, notwithstanding any disagreement regarding the existence of a breach of 
warranty, comply with this direction.  If it is later determined that the Contractor did not breach 
the warranty in paragraph (b)(1) of this clause, the contract price will be equitably adjusted. 

 (4) If supplies are corrected or replaced, the period for notification of a breach of the 
Contractor's warranty in paragraph (c)(3) of this clause shall be from the furnishing or return by 
the Contractor to the Government of the corrected or replaced supplies or parts thereof, or, if 
correction or replacement is effected by the Contractor at a Government or other activity, for 
thereafter.

 (5) The rights and remedies of the Government provided in this clause are in addition to and do 
not limit any rights afforded to the Government by any other clause of the contract. 

I.7 52.246-24 LIMITATION OF LIABILITY--HIGH-VALUE ITEMS 

(FEB 1997)  ALTERNATE I (APR 1984) 

 (a) Except as provided in paragraphs (b) through (e) below, and notwithstanding any other 
provision of this contract, the Contractor shall not be liable for loss of or damage to property of 
the Government (including the supplies delivered under this contract) that (1) occurs after 
Government acceptance of the supplies delivered under this contract and (2) results from any 
defects or deficiencies in the supplies. 

 (b) The limitation of liability under paragraph (a) above shall not apply when a defect or 
deficiency in, or the Government's acceptance of, the supplies results from willful misconduct or 
lack of good faith on the part of any of the Contractor's managerial personnel.  The term
"Contractor's managerial personnel," as used in this clause, means the Contractor's directors, 
officers, and any of the Contractor's managers, superintendents, or equivalent representatives 
who have supervision or direction of-- 

 (1) All or substantially all of the Contractor's business; 

 (2) All or substantially all of the Contractor's operations at any one plant, laboratory, or separate 
location at which the contract is being performed; or 

 (3) A separate and complete major industrial operation connected with the performance of this 
contract.

 (c) If the Contractor carries insurance, or has established a reserve for self-insurance, covering 
liability for loss or damage suffered by the Government through purchase or use of the supplies 
required to be delivered under this contract, the Contractor shall be liable to the Government, to 
the extent of such insurance or reserve, for loss of or damage to property of the Government
occurring after Government acceptance of, and resulting from any defects or deficiencies in, the 
supplies delivered under this contract. 
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 (d) (1) This clause does not diminish the Contractor's obligations, to the extent that they arise 
otherwise under this contract, relating to correction, repair, replacement, or other relief for any 
defect or deficiency in supplies delivered under this contract. 

 (2) Unless this is a cost-reimbursement contract, if loss or damage occurs and correction, repair, 
or replacement is not feasible or desired by the Government, the Contractor shall, as determined
by the Contracting Officer-- 

 (i) Pay the Government the amount it would have cost the Contractor to make correction, repair, 
or replacement before the loss or damage occurred; or 

 (ii) Provide other equitable relief. 

 (e) This clause shall not limit or otherwise affect the Government's rights under clauses, if 
included in this contract, that cover-- 

 (1) Warranty of technical data; 

 (2) Ground and flight risks or aircraft flight risks; or 

 (3) Government property. 

I.8 52.252-2 CLAUSES INCORPORATED BY REFERENCE  (FEB 1998) 

 This contract incorporates one or more clauses by reference, with the same force and effect as if 
they were given in full text.  Upon request, the Contracting Officer will make their full text 
available. Also, the full text of a clause may be accessed electronically at this/these address(es): 
http://www.arnet.gov/far.
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